CHAPTER: Community Reinvestment Act

Section 500

Introduction

The Community Reinvestment Act (CRA) of 1977
(12 U.S.C. 2901), as amended, encourages each
insured depository ingtitution covered by the Act to
help meet the credit needs of the communities in
which it operates. The CRA requires that each
Federal financial supervisory agency assess the
record of each covered depository ingtitution in
helping to meet the credit needs of its entire com-
munity, including low- and moderate-income
neighborhoods, consistent with safe and sound op-
erations, and take that record into account when
deciding whether to approve an application by the
institution for a deposit facility.

Neither the CRA nor its implementing regulations
inject hard and fast rules or ratios into the exami-
nation or application processes. Rather, the law
contemplates an evaluation of each lender's record
that can accommodate individual circumstances.
Neither the CRA nor its implementing regulations
require financial institutions to make high risk
loans that jeopardize their safety. To the contrary,
the law makes it clear that lending that meets an
institution's CRA responsibilities should be done
within the bounds of safety and soundness. Re-
building and revitalizing communities through
sound lending and good business judgment should
benefit both the communities and financial institu-
tions.

An ingtitution's capacity to help meet community
credit needs is influenced by many factors, includ-
ing its financial condition and size, resource con-
dtraints, lega impediments and local economic
conditions that could affect the demand and supply
of credit. Examiners must consider these factors
when evauating an institution's performance under
CRA. Thisis consistent with a fundamental under-
pinning of the CRA regulations - that the differ-
ences in ingtitutions and the communities in which
they do business preclude rigid and inflexible rules.

#Approved - FFIEC

Clear, flexible, and sensible performance criteria
that accommodate differences in institutions and
their communities, that minimize burden, that pro-
mote consistency and objectivity, and that allow
examiners to be guided by common sense rather
than adherence to mechanistic procedures, are em-
bodied in the CRA regulations and the examination
procedures.

For example, the CRA regulations provide for dif-
ferent evaluation methods to respond to basic dif-
ferences in ingtitutions structures and operations.
The regulations provide a streamlined assessment
method for small institutions that emphasizes lend-
ing performance; an assessment method for large,
retail ingtitutions that focuses on lending, invest-
ment, and service performance; and an assessment
method for wholesale and limited-purpose institu-
tions based on community development activities.
Further, the regulations give any institution, re-
gardless of size or business strategy, the choice to
be evaluated under a strategic plan. This type of
flexibility and customizing should permit ingtitu-
tions to be evaluated fairly and in conformance
with their business approach.

Examination Burden Reduction

The complementary regulatory themes of flexibil-
ity, responsiveness, and objectivity are extended to
the examination process as part of an overarching
effort, among other things, to reduce the burden of
the regulations and the examination on institutions.
Indeed, both the regulations and the examination
procedures reflect a conscientious effort to mini-
mize burden on financial institutions. For example,
examiners are encouraged to draw on the results of
previous examinations of an ingtitution for infor-
mation about maor product lines, business strat-
egy and supervisory restrictions. This information
is typically available from agency sources and,
often, can be reviewed off-site. Further, examiners
may already have knowledge of an ingtitution's
community and local demographics from their own
past visits to the ingtitution or to othersin the same
area. In these cases, examiners should be able to
develop a good understanding of the context in
which an institution operates before the actual ex-
amination begins, and then supplement and update
that understanding upon arrival at the institution.
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The regulations focus on performance-based crite-
rig, not process or documentation. Institutions are
not to be evaluated on how well they ascertain
community credit needs, market and advertise their
products, or how actively members of their boards
of directors participate in local community organi-
zations or civic groups. Consequently, the paper-
work burden long associated by institutions with
these past evaluation factors has been eiminated,
as has any consideration of these factors from the
examination process.

This sets the stage for a more constructive, credi-
ble, efficient, and unaobtrusive examination process
that concentrates on results. Both the regulations
and the examination procedures promote and es-
tablish evaluation methods based on reviewing ob-
jective data that institutions can also use to meas-
ure their own performance. This should further
minimize burden since examination results will be
more understandable and, over time, more predict-
able.

Rather than a "one size fits al" examination, sepa-
rate procedures have been developed for small and
large indtitutions, as well as for those that are
wholesale or limited purpose, and those that are
operating under an approved strategic plan. Fur-
ther, examiners are expected to use common sense
to tailor the examination to mitigate the burden on
the institution. For instance, some examination
procedures can be performed in advance of the on-
site examination. This tailoring allows examiners
to take reasonable steps to reduce burden while
ensuring that the examination process is more un-
derstandable for the institution.

Perfor mance Context

An indtitution's performance under the regulatory
assessment criteria is evaluated in the context of
information about the ingtitution, its community,
and its competitors. The examiner will review
demographic and economic data about the institu-
tion's assessment area(s), and information about
local economic conditions, the ingtitution's major
business products and strategies, and its financia
condition, capacity, and ability to lend or invest in
its community. Often, this review will be facilitated
by gathering information from examinations of
other institutions serving the same or similar as-
sessment areas; reviewing information from other

recent community contacts, and reviewing infor-
mation about the assessment area developed coop-
eratively by the different agencies.

The examiner will aso review information an insti-
tution chooses to provide about lending, invest-
ment, and service opportunities in its assessment
area(s). The examiner will not, however, require
the institution to create such information, nor will
the examiner ask for any information other than
what the institution may aready have developed as
part of its normal business practice. An examiner
should not evauate an institution on its efforts to
ascertain community credit needs, market its prod-
ucts, geocode its loans, or record CRA-related dis-
cussions in its board minutes nor rate an institution
on the quality of any contextual information that it
may provide.

Role of Community Contacts

Interviews with loca community, civic, or gov-
ernment leaders can help examiners learn about the
community, its economic base, and loca commu-
nity development initiatives. They can aso help
examiners understand public perceptions of how
well local ingtitutions are responding to credit
needs. These interviews help provide balance to the
examiner's understanding of the performance con-
text. Community contact interviews normally take
the form of persona meetings, but telephone con-
versations or larger group meetings may also be

appropriate.

Information from community contacts can provide
valuable insights to examiners, particularly to
those who have relatively little experience or fa
miliarity with an ingtitution's assessment area
Contacts may be made as part of an examination,
or prior to the start of an examination, and typi-
caly will be conducted by the examiners responsi-
ble for the CRA examination. In addition, wher-
ever possible, the agencies will draw on recent lo-
cal interviews conducted by other agency staff, or
by other regulatory agencies with CRA responsi-
bilities.

Assessment Area Considerations
Ingtitutions are required to identify one or more

assessment areas within which the agencies will
evaluate the institution's performance. In most
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cases, an institution's assessment area will be the
town, municipality, county, some other political
subdivision or the MSA in which its branches are
located and a substantial portion of its loans are
made. An assessment area may be adjusted where
the boundaries of a political subdivison would
otherwise be too large for the ingtitution to serve,
have an unusual configuration, or would include
significant geographic barriers. When the assess-
ment area coincides with recognized political sub-
divisions, or has not changed in any way since the
previous examination, examiners may not have to
conduct a comprehensive reevaluation of the as-
sessment area.

When evaluating an institution's performance, the
examiner will use the assessment area designated
by an ingtitution provided that it meets regulatory
criteria. Only if the criteria have not been satisfied
will the examiner revise the assessment area so that
it complies with the regulations. The revisions will
be discussed with ingtitution management, and the
revised assessment area will be used to evaluate
performance. However, unless the assessment area
reflects illegal discrimination, examiners will not
consider problems with the designation of the as-
sessment area when assigning a rating to the insti-
tution. Consequently, burden associated with the
ddineation of communities and inconsistencies
resulting from examiners criticizing community
delineations as being too large at one examination
and too small at the next should be eliminated.

Small Institution Performance Criteria

The effect of regulatory and examination burden
can be more pronounced in small institutions. Lim-
ited financia resources and staffing, and competi-
tive factors often influence the way that small insti-
tutions can meet their responsbilities under CRA.
In recognition of these factors, the regulations es-
tablished a streamlined assessment method for
small ingtitutions that significantly reduces exami-
nation burden. The regulations contain only five
performance criteria:

1. the ingtitution's loan to deposit ratio adjusted
for seasonal variation and, as appropriate,
other lending related activities such as secon-
dary market participation, community devel-
opment loans or qualified investments;

2. the percentage of loans and other lending-
related activities located in the ingtitution's as-
sessment areg;

3. thedistribution of lending among borrowers of
different income levels and business and farms
of different sizes;

4. the distribution of lending among geographies
of different income levels; and,

5. theinstitution's record of taking action, if war-
ranted, in response to written complaints about
its CRA performance.

Small ingtitutions are €eligible for a rating of Out-
standing, as well as Satisfactory. An examiner may
conclude that an institution's performance so ex-
ceeds the standards for a Satisfactory rating under
the five core criteria that it merits a rating of Out-
standing. In addition, at the institution's option, the
examiner will consider the ingtitution's perform-
ance in making qualified investments and in pro-
viding services that enhance credit availability in
its assessment area(s) in order to determine
whether the ingtitution merits an Outstanding rat-

ing.

In carrying out their examination responsibilities,
examiners should exercise common sense in decid-
ing how much materia to review and what steps
are necessary to reach an accurate conclusion. For
example, if an ingtitution's assessment area is
comprised of only afew geographies, a geographic
analysis of loans within the assessment area may
be inappropriate or unnecessary. Or, if an institu-
tion has done an analysis to determine where, and
to whom, it is making loans in its assessment area
to assist itsalf in its business efforts, examiners
may be able to validate and then use the institu-
tion's analysis rather than conduct a detailed analy-
sis of their own. In other words, when evaluating
the performance criteria, examiners should always
consider and use available, reliable information.

Similarly, if an institution's loan-to-deposit ratio
appears low, the examination procedures ask the
examingr to evaluate the ingtitution's lending-
related activities, such as loan sales and commu-
nity development lending and investments to de-
termine if they materidly supplement its lending
performance as reflected in its loan-to-deposit ra-
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tio. However, such an analysis may not be neces-
sary or aless extensive analysis may be sufficient
if the loan-to-deposit ratio is high.

Large Ingtitution Performance Criteria

The large ingdtitution performance criteria¥sthe
Lending, Investment, and Service Tests¥s cover all
ingtitutions with assets of $250 million or more
and ingtitutions, regardless of asset- size, owned by
holding companies with total bank and thrift assets
of $1 billion or more unless they requested desig-
nation and received approva as wholesale or lim-
ited-purpose institutions or have been approved for
evaluation under a strategic plan.

As under the streamlined small ingtitution proce-
dures, examiners are expected to exercise judgment
and common sense to minimize the burden imposed
by the examination process, consistent with a com-
plete and accurate assessment of performance.
Therefore, for example, examiners may be able to
use economic and demographic data analyzed in an
examination of one institution in examinations of
other institutions serving the same or similar as-
sessment areas. Community contacts may aso be
combined to cover more than one ingtitution in a
given market. In cases where an institution has
analyzed its CRA performance, examiners may use
those analyses, after verifying their accuracy and
reliability, and should supplement those analyses
only where questions are raised. Examiners should
consider any performance related information of-
fered by an ingtitution but should not request in-
formation not called for by examination proce-
dures.

Large ingtitutions do face burdens that small insti-
tutions do not, particularly related to data collec-
tion and reporting. However, the existence of those
data in automated form will permit examiners to
conduct much of the necessary analysis prior to the
on-site examination and thereby reduce any disrup-
tions caused by the presence of examiners a the
ingtitution. As in smal institutions, examiners
must be sensitive to the burden of the examination
process and use judgment and common sense when
conducting examinations, performing only those
steps necessary to arrive at an accurate assessment
of the ingtitution's performance.

Wholesale/Limited-Purpose Performance Crite-
ria

In order to be evaluated under the community de-
velopment test, an institution must be designated as
a wholesale or limited-purpose institution follow-
ing submission of a written request to its primary
regulator. Once an institution has received a desig-
nation, it will not normally have to reapply for that
designation. The designation will remain in effect
until the institution requests that it be revoked or
until one year after the agency determines that the
institution no longer satisfies the criteria for desig-
nation and notifies the institution of this determina-
tion.

Wholesale or limited-purpose ingtitutions are
evaluated on the basis of their:

1. Community development lending, qudified
investments, or community development ser-
vices;

2. Use of innovative or complex quaified invest-
ments, community development loans, or
community development services and the ex-
tent to which investments are not routinely
provided by private investors,; and

3. Responsiveness to community credit and de-
velopment needs.

Examiners must be cognizant of the context within
which a wholesdle or limited-purpose institution
operates. Examiners should recognize that these
ingtitutions may tailor their community develop-
ment activities based on their own circumstances
and the community development opportunities
available to them in their assessment areas or the
broader statewide or regional areas that include the
assessment areas.

Ingtitutions need not engage in all three categories
of community development activities to be consid-
ered satisfactory under the community develop-
ment test. Community development loans, invest-
ments and services can be directed to a statewide
or regional market that includes the ingtitution's
assessment area and still qualify for consideration
under the community development test as benefit-
ing the assessment area. Moreover, if an ingtitution
has a satisfactory community development record
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in its assessment area, all community development
activities regardless of their location should be
considered.

As with other performance tests, in applying the
community development test, examiners should
perform only those analyses that are necessary to
reach an accurate conclusion about the ingtitution's
performance, use al available, reliable informa-
tion, and avoid duplication of effort to reduce bur-
den.

Strategic Plans

The regulations permit any institution to develop,
and submit for approval by its primary supervisory
agency, a strategic plan for addressing its respon-
sihilities with respect to CRA. The regulations re-
quire that the plan be developed in consultation
with members of the public and that it be published
for public comment. The plan must contain meas-
urable annual goals. A single plan can contain
goas designed to achieve only a "Seatisfactory”
rating or, a the institution's option, can contain
goals designed to achieve a "Satisfactory” rating,
as well as gods designed to achieve an "Out-
standing” rating.

This approach to addressing an institution's CRA
responsibilities presents an opportunity for a very
straightforward examination. The first question an
examiner should investigate is whether the goals
were met. If they were, the appropriate rating
should be assigned. The appropriateness of the
goas will have dready been determined in the
process of public comment and agency review and
approval. Consequently, further investigation relat-
ing to the context of the ingtitution should not be
necessary. Obvioudly, if some or al of the plan's
goals were not met, the examiner will be required
to evaluate such issues as whether they were sub-
stantially met and in doing so will have to exercise
some judgment regarding the degree to which they
are missed and the causes.

However, the examiner should approach an exami-
nation of an ingtitution operating under a plan un-
derstanding that part of the purpose for these regu-
latory provisions was to give the institution signifi-
cant latitude in designing a program that is appro-
priate to its own capabilities, business strategies
and organizational framework as well as to the

communities that it serves. Consequently, the insti-
tution may develop plans for a single assessment
areathat it serves, for some, but not al, of the as-
sessment areas that it serves, or for al of them. It
may develop a plan that incorporates and coordi-
nates the activities of various affiliates. It will be
the examiner's challenge to evaluate ingtitutions
operating under one plan or a number of plansin a
way that accurately reflects the results achieved
and that sensibly wraps that evaluation into the
overall assessment of the institution.

As with other aspects of the CRA examination, the
examiner should first make the greatest use possi-
ble of information available from the agencies to
evaluate performance under the plan. However, it
is likely that some elements of a plan under review
will not be reflected in public or other agency data.
Consequently, the examiner may, of necessity,
have to ask the institution for the data necessary to
determine whether it has met its goals. The exam-
iner should do so, to the greatest extent possible,
by asking the institution to provide data for review
prior to going on-site for the examination. The ex-
aminer should also seek to mitigate burden by,
wherever possible, using data in the form main-
tained by the ingtitution.

Examination Procedures®

Streamlined Examination Procedures for Small
Institutions

Examination Scope

1. For institutions with more than one assessment
area, select assessment areas for on-site re-
view. In making those selections, review prior
CRA peformance evaluations, available
community contact materials, and reported
lending data and demographic data on each as-
sessment area. Consider factors such as:

a. the lending opportunities in the different
assessment aress,

! Ratings matrices for small, large, and whole-
sale/limited purpose institutions are found in Ap-
pendix A to this section.
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b. theleve of the ingtitution's lending activity
in the different assessment areas, particu-
larly low- and moderate-income aress;

c. the number of other ingtitutions in the dif-
ferent assessment areas and the importance
of the institution under examination in
serving the different areas, particularly
any areas with relatively few other provid-
ers of financia services;

d. the existence of apparent anomalies in the
reported HMDA data for any particular
assessment area(s);

e. the length of time since the assessment
area(s) was last examined on-site;

f. theingdtitution's prior CRA performance in
different assessment aress,

g. the experience of examinersin the same or
similar assessment areas; and

h. comments from the public regarding the
institution's CRA performance.

For interstate institutions, a rating must be
assigned for each state where the institution
has a branch and for each multi-state MSA
where the ingtitution has branches in two or
more states that comprise that MSA. Select
one or more assessment areas in each state for
examination using these procedures.

Performance Context

1. Review standardized worksheets and other

agency information sources to obtain relevant
demographic, economic, and loan data, to the
extent available, on each assessment area un-
der review.

Obtain for review the Consolidated Reports of
Condition (Call Reports)/Thrift Financial Re-
ports (TFRs), Uniform Bank/Thrift Perform-
ance Reports (UBPR/UTPR), annual reports,
supervisory reports, and prior CRA evalua-
tions of the institution under examination. Re-
view financid information and the prior CRA
evaluations of ingtitutions of similar size that
serve the same or similar assessment area(s).

3. Condder any information the ingtitution may
provide on its local community and economy,
its business strategy, its lending capacity, or
that otherwise assists in the evaluation of the
institution.

4. Review community contact forms prepared by
the regulatory agencies to obtain information
that assists in the evaluation of the institution.
Contact loca community, governmental, or
economic development representatives to up-
date or supplement this information. Refer to
the Community Contact Procedures for more
detail.

5. Review the indtitution's public file for any
comments received by the ingtitution or the
agency since the last CRA performance
evaluation for information that assists in the
evaluation of the ingtitution.

6. Document the performance context informa-
tion gathered for use in evaluating the institu-
tion's performance.

Assessment Area

1. Review the ingitution's stated assessment
area(s) to ensure that it:

a. congsts of one or more MSAS or contigu-
ous political subdivisions (e.g., counties,
cities, or towns);

b. includes the geographies where the ingtitu-
tion has its main office, branches, and de-
posit-taking ATMs, as well as the sur-
rounding geographies in which the institu-
tion originated or purchased a substantial
portion of itsloans;

c. consists only of whole census tracts and
block numbering aress;

d. consists of separate delineations for areas
that extend substantially across CMSA or
state boundaries unless the assessment
areaislocated in amultistate MSA;

e. doesnot reflect illegal discrimination; and
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f. does not arbitrarily exclude any low- or
moderate-income area(s), taking into ac-
count the ingtitution's size, branching
structure, and financia condition. 4.

2. If an ingtitution's assessment area(s) does not
coincide with the boundaries of an MSA or po- 5.
litical subdivision(s), assess whether the ad-
justments to the boundaries were made be-

plement the ingtitution's lending performance
as reflected in its loan-to-deposit ratio.

Discuss the preliminary findings in this section
with management.

Summarize in workpapers conclusions regard-
ing the institution's loan-to-deposit ratio.

cause the assessment area would otherwise be Comparison of Credit Extended Inside and Outside

too large for the institution to reasonably of the Assessment Area(s)

serve, have an unusua configuration, or in-
clude significant geographic barriers. 1

3. If the assessment area(s) fails to comply with
the applicable criteria described above, de-
velop, based on discussions with management,
arevised assessment area(s) that complies with
the criteria Use this assessment area(s) to
evaluate the ingtitution's performance, but do
not otherwise consider the revison in 2.
determining the ingtitution's rating.

Performance Criteria

Loan-to-Deposit Analyss

1. From data contained in Call Reports, TFRs, or
UBPR/UTPRS, calculate the average loan-to-
deposit ratio since the last examination by add- 3.
ing the quarterly loan-to-deposit ratios and di-
viding by the number of quarters.

2. Bvauate whether the ingitution's average
loan-to-deposit ratio is reasonable in light of
information from the performance context in-
cluding, as applicable, the ingtitution's capac-
ity to lend, the capacity of other similarly-
Situated ingtitutions to lend in the assessment
area(s), demographic and economic factors
present in the assessment area(s), and the lend-
ing opportunities available in the ingtitution's
assessment area(s).

3. If theloan to deposit ratio does not appear rea-
sonable in light of the performance context,
consider the number and the dollar volume of S.
loans sold to the secondary market, or the in-
novativeness or complexity of community de-
velopment loans and qudified investments to
assess the extent to which these activities com-
pensate for a low loan-to-deposit ratio or sup-

If available, review HMDA data, automated
loan reports, and any other reports that may
have been generated by the ingtitution to ana-
lyze the extent of lending inside and outside of
the assessment area(s). If areport generated by
the institution is used, test the accuracy of the
output.

If loan reports or data analyzing lending inside
and outside of the assessment area(s) are not
available or comprehensive, or if their accu-
racy cannot be verified, use sampling guide-
lines to select a sample of loans originated,
purchased or committed to calculate the per-
centage (by number and dollar volume) located
within the assessment area(s).

If the percentage of loans or other lending re-
lated activities in the assessment area is less
than a magority, then the ingtitution does not
meet the standards for "Satisfactory” under
this performance criteria. In this case, consider
information from the performance context,
such as information about economic condi-
tions, loan demand, the institution's size, finan-
cia condition, branching network, and busi-
ness strategies when determining the effect of
not meeting the standards for satisfactory for
this criterion on the overal rating for the insti-
tution.

Discuss the preliminary findings in this section
with management.

Summarize in workpapers conclusions regard-
ing the indtitution's level of lending or other
lending related activities inside and outside of
its assessment area(s).
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Didtribution of Credit Within the Assessment

Ar

1.

S

Determine whether the number and income
distribution of geographies in the assessment
area(s) are sufficient for a meaningful analysis
of the geographic distribution of the ingtitu-
tion'sloansin its assessment area(s).

If a geographic distribution analysis of the in-
dtitution's loans would be meaningful and the
necessary geographic information (street ad-
dress or CT/BNA numbers) is collected by the
ingtitution in the ordinary course of its busi-
ness, determine the distribution of the institu-
tion's loans in its assessment area(s) among
low-, moderate-, middle-, and upper-income
geographies. Where possible, use the same
loan reports, loan data, or sample used to
compare credit extended insde and outside the
assessment area(s).

If a geographic analysis of loans in the as-
sessment area(s) is performed, identify groups
of geographies, by income categories, in which
there is little or no loan penetration. Note that
ingtitutions are not expected to lend in every

geography.

To the extent information about borrower in-
come (individuals) or revenues (businesses) is
collected by the institution in the ordinary
course of its business, determine the distribu-
tion of loans in the assessment area(s) by bor-
rower income and by business revenues.
Where possible, use the same loan reports,
loan data, or sample used to compare credit
extended inside and outside the assessment

area(s).

Identify categories of borrowers by income or
business revenue for which there is little or no
loan penetration.

If an analysis of the distribution of loans
among geographies of different income levels
would not be meaningful (e.g., very few geog-
raphies in the assessment area(s)) or an analy-
sis of lending to borrowers of different income
or revenues could not be performed (eg., in-
come data are not collected for certain loans),
consider possible proxies to use for analysis of

the institution's distribution of credit. Possibili-
ties include analyzing geographic distribution
by street address rather than geography (if
data are available and the analysis would be
meaningful) or analyzing the distribution by
loan size as a proxy for income or revenues of
the borrower.

If there are categories of low penetration, form
conclusions about the reasons for that low
penetration. Consider available information
from the performance context, including:

a information about the ingtitution's size,
branch network, financial condition, su-
pervisory restrictions (if any) and prior
CRA record;

b. information from discussions with man-
agement, loan officers, and members of the
community;

c. information about economic conditions,
particularly in the assessment area(s);

d. information about demographic or other
characteristics of particular geographies
that could affect loan demand, such as the
existence of a prison or college; and

e. information about other lenders serving the
same or Similar assessment area(s).

Discuss the preliminary findings in this section
with management.

Summarize in workpapers conclusions con-
cerning the geographic distribution of loans
and the distribution of loans by borrower char-
acteristics in the institution's assessment

area(s).

Review of Complaints

1. Review al complaints relating to the institu-

tion's CRA performance received by the ingti-
tution (these should all be contained in the in-
dtitution's public file) and those that were re-
ceived by its supervisory agency.

If there were any complaints, evaluate the in-
dtitution's record of taking action, if warranted,
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in response to written complaints about its
CRA performance.

3. If there were any complaints, discuss the pre-
liminary findings in this section with manage-
ment.

4. If there were any complaints, summarize in
workpapers conclusions regarding the institu-
tion's record of taking action, if warranted, in
response to written complaints about its CRA
performance. Include the total number of com-
plaints and resolutions with examples that il-
lustrate the nature, responsiveness to, and

b. the number of branches and ATMs located
within, or that are readily accessible to,
low- and moderate-income geographies
compared to those located in, or readily
accessible to middle- and upper-income

geographies,

c. the type and level of service(s) offered at
branches and ATMs and alternative deliv-

ery systems; and

d. theingtitution's record of opening and clos-
ing branches.

resolution of, the complaints. Ratings

Investments and Services (at the institution's option 1.
to enhance a " Satisfactory” rating)

1. If the indtitution chooses, review its perform-
ance in making qualified investments and pro-
viding branches and other services and delivery
systems that enhance credit availability in its
assessment area(s). Performance with respect 2.
to qualified investments and services may be
used to enhance an institution's overall rating
of "Satisfactory”, but cannot be used to lower
a rating that otherwise would have been as-
signed.

2. To evaduate the inditution's performance in
making qualified investments that enhance
credit availability in its assessment area(s),
consider:

a. thedollar volume of qualified investments,
by type and location;

b. the impact of those investments on the in-
dtitution's assessment area(s); and

c. theinnovativeness or complexity of the in-
vestments.

3. To evauate the ingtitution's record of provid-
ing branches and other services and delivery
systems that enhance credit availability in its 3.
assessment area(s), consider:

a. the number of branches and ATMs located
in the institution's assessment area(s);

Group the analyses of the assessment areas
examined by MSA and non-MSA areas within
each state where the ingtitution has branches.
If an ingtitution has branches in two or more
states of a multi-state MSA, group the assess-
ment areas that are in that MSA.

Summarize conclusions about the ingtitution's
performance in each MSA and the non-MSA
portion of each state in which an assessment
area was examined using these procedures. If
two or more assessment areas in an MSA or in
the non-M SA portion of a state were examined
using these procedures, weigh the different as-
sessment areas considering such factors as:

a. the dgnificance of the ingtitution's activi-
ties in each compared to the inditution's
overall activities;

b. thelending opportunitiesin each;

c. theimportance of the ingtitution in provid-
ing loans to each, particularly in light of
the number of other ingtitutions and the ex-
tent of thair activitiesin each; and

d. demographic and economic conditions in
each.

For assessment areas in MSAs and non-MSA
areas that were not examined using these pro-
cedures, consider facts and data related to the
institution's lending to ensure that performance
in those assessment areas is not inconsistent
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with the conclusions based on the assessment
areas examined on-site.

For institutions operating in only one multi-
state MSA or one state, assign one of the four
preliminary ratings¥s"Satisfactory”, "Out-
standing”, "Needs to Improve’, and "Substan-
tial Noncompliance"%in accordance with step
6 below. To determine the relative significance
of each MSA and non-M SA area to the institu-

tion's preliminary rating, consider:

a. the dignificance of the institution's activi-
ties in each compared to the ingtitution's
overall activities;

b. thelending opportunitiesin each;

c. theimportance of the ingtitution in provid-
ing loans to each, particularly in light of
the number of other ingtitutions and the ex-
tent of thair activitiesin each; and

d. demographic and economic conditions in
each.

For other institutions, assign one of the four
preliminary ratings¥s"Satisfactory,” "Out-
standing,” "Needs to Improve,” and "Substan-
tial Noncompliance'¥ for each state in which
the ingtitution has at least one branch and for
each multi-state MSA in which the institution
has branches in two or more states in accor-
dance with step #6 below. To determine the
relative significance of each MSA and the non-
MSA area on the ingtitution's preliminary state
rating, consider:

a. the dgnificance of the ingtitution's activi-
ties in each compared to the ingtitution's
overall activities;

b. thelending opportunitiesin each;

c. theimportance of the ingtitution in provid-
ing loans to each, particularly in light of
the number of other ingtitutions and the ex-
tent of thair activitiesin each; and

d. demographic and economic conditions in
each.

6. Consult the Small Ingtitution Ratings Matrix

and information in workpapers to assign a pre-
liminary rating of:

a. "Sdisfactory" if the ingtitution's perform-
ance meets each of the standards for a sat-
isfactory rating or if exceptionally strong
performance with respect to some of the
standards compensates for weak perform-
ance in others;

b. "Needs to Improve" or "Substantial Non-
compliance" if the ingtitution's perform-
ance fails to meet the standards for "Satis-
factory" performance. Whether a rating is
"Needs to Improve" or "Substantial Non-
compliance” will depend upon the degree
to which the ingtitution's performance has
failled to meet the standards for a "Satis-
factory” rating; or

c. "Outstanding" if the institution meets the
rating descriptions and standards for " Sat-
isfactory" for each of the five core criteria,
and materialy exceeds the standards for
"Satisfactory" in some or al of the criteria
to the extent that an outstanding rating is
warranted, or if the institution's perform-
ance with respect to the five core criteria
generally exceeds "Satisfactory” and its
performance in making qualified invest-
ments and providing branches and other
services and delivery systems in the as-
sessment area(s) supplement its perform-
ance under the five core criteria suffi-
ciently to warrant an overal rating of
"Outstanding."

7. For an ingtitution with branches in more than

one state or multi-state MSA, assign a pre-

liminary rating to the institution as a whole

taking into account the institution's record in

different states or multi-state MSAs by consid-

ering:

a. the dgnificance of the ingtitution's activi-
ties in each compared to the ingtitution's
overall activities;

b. thelending opportunitiesin each;
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8.

10.

11.

12.

c. theimportance of the ingtitution in provid-
ing loans to each, particularly in light of
the number of other ingtitutions and the ex-
tent of thair activitiesin each; and

d. demographic and economic conditions in
each.

Review the results of the fair lending compo-
nent of the most recent compliance examina
tion and determine whether the findings should
lower the ingtitution's overall CRA rating or, if
applicable, its CRA rating in any state or
multi-state MSA.. If evidence of discrimination
was uncovered, consider:

a. the nature and extent of the evidence;

b. the policies and procedures that the ingtitu-
tion has in place to prevent discriminatory
or other illegal credit practices,

c. any corrective action the institution took or
committed to take, particularly voluntary
corrective action resulting from a sdf-
assessment conducted prior to the exami-
nation; and

d. other rdevant information, such as the in-
dtitution's past fair lending performance.

Assign a fina rating for the institution as a
whole and, if applicable, each state in which
the ingtitution has at least one branch and each
multi-state MSA in which it has branches in
two or more states, considering:

a. theingtitution's preliminary rating; and

b. theresults of the fair lending component of
its compliance examination.

Discuss conclusions with management.

Write an evauation of the institution's per-
formance for the examination report and the
public evauation.

Prepare recommendations for a supervisory
strategy and for matters that require attention
or follow-up activities.

Public File Checklist

1. Thereisno need to review each branch or each

complete public file during every examination.
In determining the extent to which the ingtitu-
tion's public files should be reviewed, consider
the ingtitution's record of compliance with the
public file requirements in previous examina
tions, its branching structure and changes to it
since its last examination, complaints about
the ingtitution's compliance with the public file
requirements, and any other relevant informa-
tion.

In any review of the public file undertaken,
determine, as needed, whether branches dis-
play an accurate public notice in their lobbies,
a complete public file is available in the insti-
tution's main office and at least one branch in
each state, and the public file available in the
main office and in a branch in each state con-
tains:

a. al written comments from the public relat-
ing to the ingtitution's CRA performance
and responses to them for the current and
preceding two calendar years (except those
that reflect adversely on the good name or
reputation of any persons other than the
institution);

b. the institution's most recent CRA Public
Performance Evaluation;

c. amap of each assessment area showing its
boundaries and, on the map or in a sepa-
rate list, the geographies contained within
the assessment areg;

d a liss of the insttution's branches,
branches opened and closed during the
current and each of the prior two calendar
years, and their street addresses and geog-
raphies,

e. the HMDA Disclosure Statement for the
prior two calendar years, if applicable;

f. the inditution's loan-to-deposit ratio for
each quarter of the prior calendar year;
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g. a quartterly report of the ingtitution's ef-
forts to improve its record if it received a
less than satisfactory rating during its
most recent CRA examination; and

h. alist of services (loan and deposit prod-
ucts and transaction fees generally offered,
and hours of operation at the institution's
branches), including a description of any
material differences in the availability or
cost of services among locations.

3. In any branch review undertaken, determine
whether the branch provides the most recent
public evaluation and a list of services avail-
able at the branch or a description of materia
differences from the services generdly avail-
able at the institution's other branches.

Community Renvestment Act Examination
Proceduresfor Large Retail I nstitutions

Examination Scope

For al large, retail institutions (interstate and in-
trastate) with more than one assessment area (AA),
select assessment areas for a full scope review. A
full scope review is accomplished when examiners
complete all of the procedures for an assessment
area. For interstate ingtitutions, a minimum of one
AA from each state, and a minimum of one AA
from each multistate metropolitan area, must be
reviewed using the examination procedures.

1. Review prior CRA performance evaluations,
available community contact materids, and
HMDA and CRA performance data including
the indtitution's lending, investment, and ser-
vice activities by assessment areg, the lending
of other lenders in those markets, and demo-
graphic information from those markets.

2. Select assessment areas for full scope review
by considering the factors below.

a. The lending, investment, and service op-
portunities in the various assessment ar-
eas, particularly areas where the need for
bank credit, investments and services is
significant.

b. The level of the ingtitution's lending, in-
vestment, and service activity in the vari-
ous assessment areas, particularly low-
and moderate-income areas.

Cc. The number of other ingtitutions in the
various assessment areas and the impor-
tance of the institution under examination
in serving the various areas, particularly
any areas with relatively few other provid-
ers of financia services.

d. Comments and feedback received from
community groups and the public regard-
ing the ingtitution's CRA performance.

e. Thesze of the population.

f.  The existence of apparent anomaliesin the
reported CRA or HMDA data for any par-
ticular assessment area(s).

g. The length of time since the assessment
area(s) was reviewed.

h. The ingitution's prior CRA performance
in its various assessment aress.

i. Issuesraised during CRA examinations of
other inditutions and prior community
contacts in the institution's assessment ar-
eas or similar assessment areas.

Performance Context

1. Review sandardized worksheets and other
agency information sources to obtain relevant
demographic, economic, and loan data, to the
extent available, on each assessment area un-
der review. Compare the data to similar data
for the MSA, county, or state to determine
how any smilarities or differences will help in
evaluating lending, investment, and service op-
portunities and community and economic con-
ditions in the assessment area. Also consider
whether the area has housing costs that are
particularly high given area median income.

2. Obtain for review the Consolidated Reports of

Condition (Call Reports)/Thrift Financial Re-
ports (TFRs), annual reports, supervisory re-
ports, and prior CRA evaluations of the insti-
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tution under examination to help understand
the ingtitution's ability and capacity, including
any limitations imposed by size, financial con-
dition, or statutory, regulatory, economic or
other constraints, to respond to safe and sound
opportunities in the assessment area(s) for
lending, investing, or providing services.

Consder any information the institution may
provide on its local community and economy,
its business strategy, its lending capacity or
that otherwise assists in the evaluation of the
institution.

Review community contact forms prepared by
the regulatory agencies to obtain information
that assists in the evaluation of the institution.
Contact loca community, governmental, or
economic development representatives to up-
date or supplement this information.

Review the ingtitution's public file and any
comments received by the ingtitution or the
agency since the last CRA performance
evaluation for information that assists in the
evaluation of the ingtitution.

By reviewing public evaluations and other fi-
nancial data, determine whether any similarly
situated institutions (in terms of size, financia
condition, product offerings, and business
strategy) serve the same or similar assessment
area(s) and would provide relevant and accu-
rate information for evaluating the institution's
CRA performance. Consider, for example,
whether the information could help identify:

a. lending opportunities available in the insti-
tution's assessment area(s) that are com-
patible with the ingtitution's business strat-
egy and consistent with safe and sound
banking practices,

b. constraints affecting the opportunities to
make safe and sound loans and qualified
investments compatible with the institu-
tion's business strategy in the assessment
area(s); and

c. successful CRA-related product offerings
or activities utilized by other lenders serv-
ing the same or similar assessment area(s).

7. Document the performance context informa-

tion gathered for use in evaluating the institu-
tion's performance.

Assessment Area

1. Review the ingitution's stated assessment

area(s) to ensure that it:

a. congsts of one or more MSAS or contigu-
ous political subdivisions (i.e.,, counties,
cities, or towns);

b. includes the geographies where the ingtitu-
tion has its main office, branches, and de-
posit-taking ATMs, as well as the sur-
rounding geographies in which the institu-
tion originated or purchased a substantial
portion of itsloans;

c. consists only of whole census tracts and
block numbering aress,

d. consists of separate delineations for areas
that extend substantially across CMSA or
state boundaries unless the assessment
areaisin amulti-state MSA;

e. doesnot reflect illegal discrimination; and

f. does not arbitrarily exclude any low- or
moderate-income area(s) taking into ac-
count the indtitution's size and financia
condition.

If the assessment area(s) does not coincide
with the boundaries of an MSA or political
subdivision(s), assess whether the adjustments
to the boundaries were made because the as-
sessment area would otherwise be too large for
the ingtitution to reasonably serve, have an un-
usual configuration, or include significant geo-
graphic barriers.

If the assessment area(s) fails to comply with
the applicable criteria described above, de-
velop, based on discussions with management,
arevised assessment area(s) that complies with
the criteria. Use this assessment area(s) to
evaluate the ingtitution's performance, but do
not otherwise consider this fact in arriving at
the indtitution's rating.
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Lending, Investment, and Service Tests for
Large Retail Institutions

Lending Test

1. Identify the indtitution's loans to be evauated
by reviewing:

a.  the most recent HMDA and CRA Disclo-
sure Statements, the interim HMDA LAR,
and any interim CRA loan data collected
by the ingtitution;

b. a sample of consumer loans if consumer
lending represents a substantial majority of
the ingtitution's business so that an accu-
rate conclusion concerning the institution's
lending record could not be reached with-
out areview of consumer loans; and

c. any other information the institution
chooses to provide, such as small business
loans secured by non-farm residentia real
estate, home equity loans not reported for
HMDA, unfunded commitments, any in-
formation on loans outstanding, and loan
distribution analyses conducted by or for
the ingtitution, including any explanations
for identified concerns or actions taken to
address them.

3.

2. Test asample of loan files to verify the accu-
racy of data collected and/or reported by the
institution. In addition, ensure that:

a. dfiliate loans reported by the ingtitution
are not also attributed to the lending record
of another affiliate subject to CRA. This
can be accomplished by requesting the in-
dtitution to identify how loans are attrib-
uted and how it ensures that al the loans
within a given lending category (e.g., small
business loans, home purchase loans, mo-
tor vehicle, credit card, home equity, other
secured, and other unsecured loans) in a
particular assessment area are reported for
al of the ingtitution's affiliates if the insti-
tution elects to count any affiliate loans;

b. loans reported as community devel opment
loans (including those originated or pur-

chased by consortia or third parties) meet
the definition of community development
loans. Determine whether community de-
velopment loans benefit the ingtitution's
assessment area(s) or a broader statewide
or regiona area that includes the institu-
tion's assessment area(s). Except for multi-
family loans, ensure that community de-
velopment loans have not also been re-
ported by the ingtitution or an affiliate as
HMDA, small business or farm, or con-
sumer loans. Review records provided to
the ingtitution by consortia or third parties
or affiliates to ensure that the amount of
the ingtitution's third party or consortia or
affiliate lending does not account for more
than the indtitution's percentage share
(based on the leved of its participation or
investment) of the total loans originated by
the consortia, third parties, or affiliates;
and

c. dal consumer loans in a particular loan
category have been included when the in-
stitution collects and maintains the data for
one or more loan categories and has
elected to have the information evaluated.

Identify the volume, both in dollars and num-
ber, of each type of loan being evaluated that
the ingtitution has made or purchased within its
assessment area.  Evaluate the ingtitution's
lending volume considering the institution's re-
sources and business strategy and other infor-
mation from the performance context, such as
population, income, housing, and business
data. Note whether the ingitution conducts
certain lending activities in the ingtitution and
other activities in an affiliate in a way that
could inappropriately influence an evaluation
of borrower or geographic distribution.

Review any analyses prepared by or for and
offered by the ingtitution for insight into the
reasonableness of the ingtitution's geographic
distribution of lending. Test the accuracy of
the data and determine if the analyses are rea-
sonable. If areas of low or no penetration were
identified, review explanations and determine
whether action was taken to address dispari-
ties, if appropriate.
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5. Supplement with an independent analysis of

geographic distribution as necessary. As appli-
cable, determine the extent to which the institu-
tion is serving geographies in each income
category and whether there are conspicuous
gaps unexplained by the performance context.
Conclusions should recognize that institutions
are not required to lend in every geography.
The analysis should consider:

a. (excluding effiliate lending) the number,
dollar volume, and percentage of the insti-
tution's loans located within any of its as-
sessment areas, as well as the number, dol-
lar volume, and percentage of the institu-
tion's loans located outside any of its as-
sessment aress,

b. the number, dollar volume, and percentage
of each type of loan in the inditution's
portfolio in each geography, and in each
category of geography (low-, moderate-,
middle-, and upper-income);

c. the number of geographies penetrated in
each income category, as determined in
step (b), and the total number of geogra-
phies in each income category within the
assessment area(s);

d. the number and dollar volume of its home
purchase, home refinancing, and home im-
provement loans, respectively in each ge-
ography compared to the number of one-
to-four family owner-occupied units in
each geography;

e. the number and dollar volume of muilti-
family loans in each geography compared
to the number of multi-family structuresin
each geography;

f. the number and dollar volume of small
business and farm loans in each geography
compared to the number of small busi-
nesses/farms in each geography; and

g. whether any gaps exist in lending activity
for each income category, by identifying
groups of contiguous geographies that
have no loans or those with low penetra-
tion relative to the other geographies.

6.

If there are groups of contiguous geographies
within the institution's assessment area with
abnormally low penetration, the examiner may
determine if an analysis of the ingtitution's per-
formance compared to other lenders for home
mortgage loans (using reported HMDA data)
and for small businesses and small farm loans
(using data provided by lenders subject to
CRA) would provide an insight into the ingtitu-
tion's lack of performance in those areas. This
analysis is not required, but may provide in-
sight if:

a. the reported loan category is substantially
related to the ingtitution's business strate-

gies,

b. the area under analysis substantially over-
laps the institution's assessment area(s);

c. the anayss includes a sufficient number
and volume of transactions, and an ade-
guate number of lenders with assessment
area(s) substantialy overlapping the insti-
tution's assessment area(s); and

d. the assessment area data is free from
anomalies that can cause distortions such
as dominant lenders that are not subject to
the CRA, alender that dominates a part of
an area used in calculating the overall
lending, or there is an extraordinarily high
level of performance, in the aggregate, by
lenders in the institution's assessment

area(s).

Using the analysis from step #6, form a con-
cluson as to whether the institution's abnor-
mally low penetration in certain areas should
condtitute a negative consideration under the
geographic distribution performance criteria of
the lending test by considering:

a. the indtitution's share of reported loans
made in low- and moderate-income geog-
raphies versus its share of reported loans
made in middle- and upper-income geog-
raphies within the assessment area(s);

b. the number of lenders with assessment
area(s) substantialy overlapping the insti-
tution's assessment area(s);
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c. the reasons for penetration of these areas
by other lenders, if any, and the lack of
penetration by the institution being exam-
ined developed through discussions with
management and the community contact
process,

d. theingdtitution's ability to serve the subject
areain light of (i) the demographic charac-
teristics, economic condition, credit oppor-
tunities and demand; and (ii) the institu-
tion's business strategy and its capacity
and constraints;

e. the degree to which penetration by the in-
dtitution in the subject area in a different
reported loan category compensates for the
relative lack of penetration in the subject
area; and

f. the degree to which penetration by the in-
gtitution in other low- and moderate-
income geographies within the assessment
area(s) in reported loan categories com-
pensates for the relative lack of penetration
in the subject area

8. Review any analyses prepared by or for and

offered by the institution for insight into the
reasonableness of the institution's distribution
of lending by borrower characteristics. Test
the accuracy of the data and determine if the
analyses are reasonable. If areas of low or no
penetration were identified, review explana
tions and determine whether action was taken
to address disparities, if appropriate.

Supplement with an independent analysis of
the distribution of the institution's lending
within the assessment area by borrower char-
acteristics as necessary and applicable. Con-
sider factors such as:

a. the number, dollar volume, and percentage
of the institution's total home mortgage
loans and consumer loans, if included in
the evaluation, to low-, moderate-, middle-
, and upper-income borrowers,

b. the percentage of the ingtitution's tota
home mortgage loans and consumer loans,
if included in the evaluation, to low-, mod-

10.

11.

erate-, middle-, and upper-income borrow-
ers compared to the percentage of the
population within the assessment area who
are low-, moderate-, middle-, and upper-
income;

c. the number and dollar volume of small
loans originated to businesses or farms by
loan size of less than $100,000; at least
$100,000 but less than $250,000; and at
least $250,000 but less than or equal to
$1,000,000;

d. the number and amount of the small loans
to businesses or farms that had annud
revenues of less than $1 million compared
to the total reported number and amount of
small loans to businesses or farms; and

e. if theindtitution adequately serves borrow-
ers within the assessment area(s), whether
the distribution of the institution's lending
outside of the assessment area based on
borrower characteristics would enhance
the assessment of the indtitution's overall
performance.

Review data on the number and amount of the
ingtitution's  community development loans.
Using information obtained in the performance
context procedures, especially with regard to
community credit needs and institutional ca-
pacity, evauate the extent, innovativeness, and
complexity of community development lending
to determine:

a. the extent to which community develop-
ment lending opportunities have been
available to the institution;

b. the responsiveness of the ingtitution's
community development lending; and

c. the extent of leadership the institution has
demonstrated in community devel opment
lending.

Evaluate whether the ingtitution's performance
under the lending test is enhanced by offering
innovative loan products or products with
more flexible terms to meet the credit needs of
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12.

13.

14.

low- and moderate-income individuals or geog-
raphies. Consider:

a. the degree to which the loans serve low-
and moderate-income creditworthy bor-
rowers in new ways or loans serve groups
of creditworthy borrowers not previousy
served by the institution; and

b. the success of each product, including
number and dollar volume of loans origi-
nated during the review period.

Discuss with management the preliminary
findingsin this section.

Summarize your conclusions regarding the
ingtitution's lending performance under the fol-
lowing criteria:

a. lending activity;

b. geographic distribution;

c. borrower characteristics;

d. community development lending; and

e. use of innovative or flexible lending prac-
tices.

Prepare comments for the public evaluation
and the examination report.

Investment Test

1.

Identify quaified investments by reviewing the
ingtitution's investment portfolio, and at the in-
dtitution's option, its affiliate's investment port-
folio. As necessary, obtain a prospectus, or
other information that describes the invest-
ment(s). This review should encompass quali-
fied investments that were made since the pre-
vious examination (including those that have
been sold or have matured) and may consider
gualified investments made prior to the previ-
ous examination still outstanding. Also con-
sider qualifying grants, donations, or in-kind
contributions of property since the last exami-
nation that are for community development
purposes.

2. Bvaluate investment performance by determin-

ing:

a.  whether the investments benefit the ingtitu-
tion's assessment area(s) or a broader
statewide or regional geographic area that
includes the inditution's assessment

area(s);

b. whether the investments have been consid-
ered under the lending and service tests;

c. whether an dffiliate's investments, if con-
Sidered, have been claimed by another in-
stitution;

d. the dollar volume of investments made to
entities that are in or serve the assessment
areg, in relation to the institution's capac-
ity and constraints, and assessment area
characteristics and needs;

e. the use of any innovative or complex in-
vestments, in particular those that are not
routinely provided by other investors; and

f. the degree to which investments serve low-
and moderate-income areas or individuals
and are responsive to available opportuni-
tiesfor quaified investments.

Discuss with management the preliminary
findingsin this section.

Summarize conclusions about the ingtitution's
investment performance after considering:

a. the number and dollar amount of qualified
investments;

b. innovativeness and complexity of qualified
investments;

c. degreeto which these types of investments
not routinely provided by other private in-
vestors, and

d. responsiveness of qualified investments to
available opportunities.

Write comments for the public evaluation and
the examination report.
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Service Test

Retail Banking Services

1.

Determine from information available in the
institution's Public File:

a. the distribution of the institution's
branches among low-, moderate-,
middle-, and upper-income geographies in
the ingtitution's assessment area(s); and

b. banking services, including hours of
operation and available loan and deposit
products.

Obtain the ingtitution's explanation for any
material differences in the hours of operations
of, or services available at, branches within
low-, moderate-, middle-, and upper-income
geographies in the ingitution's assessment

area(s).

Evaluate the ingtitution's record of opening and
closing branch offices since the previous ex-
amination and information that could indicate
whether changes have had a positive or nega-
tive effect, particularly on low- and moderate-
income geographies or individuals.

Evaluate the accessibility and use of aterna-
tive systems for delivering retail banking ser-
vices, (e.g., proprietary and non-proprietary
ATMs, loan production offices (LPOs), bank-
ing by telephone or computer, and bank-at-
work or by-mail programs) in low- and moder-
ate-income geographies and to low- and mod-
erate-income individuals.

Assess the quantity, quality and accessibility
of the ingtitution's service-delivery systems
provided in low-, moderate-, middle-, and up-
per-income geographies. Consider the degree
to which services are tallored to the conven-
ience and needs of each geography (e.g., ex-
tended business hours, including weekends,
evenings or by appointment, providing bi-
lingual services in specific geographies, etc.).

Community Development Services

Identify the ingtitution's community develop-
ment services, including at the institution's op-
tion, services through affiliates, through dis-
cussions with management and a review of
materials available from the public. Determine
whether the services:

a. qudify under the definition of community
development services;

b benefit the assessment area(s) or a broader
statewide or regional area encompassing
the ingtitution's assessment area(s); and

c. if provided by affiliates of the institution,
are not claimed by other affiliated institu-
tions.

Evaluate in light of information gathered
through the performance context procedures:

a. the extent of community development ser-
vices offered and used;

b. their innovativeness, including whether
they serve low- or moderate-income cus-
tomers in new ways or serve groups of
customers not previously served; and

c. the degree to which they serve low- or
moderate-income areas or individuals and
their responsiveness to available opportu-
nities for community development ser-
vices.

Discuss with management the preliminary
findings.

Summarize conclusions about the ingtitution's
system for delivering retail banking and com-
munity development services, considering:

a. the distribution of branches among low-,
moderate-, middle-, and upper-income ge-
ographies;

b. theingitution's record of opening and clos-
ing branches, particularly branches located
in low- or moderate-income geographies or

500.18 Compliance Activities

December 1999

Office of Thrift Supervision



CHAPTER: Community Reinvestment Act

Section 500

primarily serving low- or moderate-income
individuals;

c. the availability and effectiveness of ater-
native systems for delivering retail banking
services;

d. the extent to which the ingtitution provides
community development services,

e. the innovativeness and responsiveness of
community development services, and

f. the range and accessibility of services pro-
vided in low-, moderate-, middle-, and up-
per-income geographies.

10. Write comments for the public evaluation and
the examination report.

Ratings

1. Group the analyses of the assessment areas
examined by metropolitan are? and non-
metropolitan areas within each state where the
ingtitution has branches. If an institution has
branches in two or more states of a multistate
metropolitan area, group the assessment areas
that are in that metropolitan area

Summarize conclusions regarding the institu-
tion's performance in each metropolitan area
and non-metropolitan area of each dtate in
which an assessment area was examined using
these procedures. If two or more assessment
areas in the metropolitan area or the non-
metropolitan area of a state were examined us-
ing these procedures, determine the relative
significance of the ingtitution's performance in
each assessment area by considering:

a. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services in each compared to the
ingtitution's overall activities.

b. The lending, investment, and service op-
portunitiesin each.

2 For purposes of CRA examinations and Public
Evaluation purposes, metropolitan areais defined as
MSA's, PMSA's, or CMSA's.

c. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services for each, particularly in
light of the number of other institutions
and the extent of their activities in each.

d. Demographic and economic conditions in
each.

Evaluate the institution's performance in those
assessment area(s) not selected for examina
tion using the procedures.

a.  Revigt the demographic and lending, in-
vestment, and service data considered in
scoping the examination. Also, consider
the ingtitution's operation (branches, lend-
ing portfolio mix, etc.) in the assessment
area.

b. Through a review of the public file(s),
consider any services that are customized
to the assessment area.

c. Condder any other information provided
by the inditution (eg., CRA sdf-
assessment) regarding its performance in
the area

For metropolitan areas, and the non-
metropolitan area of the state, where one or
more assessment areas were examined using
the procedures, ensure that performance in the
assessment areas not examined using the pro-
cedures is consistent with the conclusions
based on the assessment areas examined in
step 2, above. Select one of the following op-
tionsfor inclusion in the public evaluation:

a. The inditution's [lending, investment, ser-
viceg] performance in [the assessment
arealthese assessment areas| is consistent
with the ingtitution's [lending, investment,
service] performance in the assessment ar-
eas within [the Metropolitan arealthe non-
Metropolitan area of the state] that were
reviewed using the examination proce-
dures.

b. The indtitution's [lending/investment/ ser-
viceg] performance in [the assessment
arealthese assessment areas| [exceeds/is
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below] the [lending/investment/service]
performance in the assessment areas
within [the Metropolitan arealthe non-
Metropolitan area of the state] that were
reviewed using the examination; however,
it does not change the conclusion for the
[Metropolitan area/non-Metropolitan area
of the state].

5. For metropolitan areas, and the non-

metropolitan area of the state, where no as-
sessment area was examined using the proce-
dures, form a conclusion regarding the ingtitu-
tion's lending, investment, and service per-
formance in the assessment areas). When
there are several assessment areas in the met-
ropolitan area, or the non-metropolitan area of
the state, form a conclusion regarding the insti-
tution's performance in the metropolitan area,
or the non-metropolitan area of the state. De-
termine the relative significance of the institu-
tion's performance in each assessment area
within the metropolitan area, or the non-
metropolitan area of the state, by considering:

a. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services in each compared to the
ingtitution's overall activities.

b. Demographic and economic conditions in
each.

Also, select one of the following options for inclu-
sionin the public evauation:

a. The inditution's [lending, investment, ser-
viceg] performance in [the assessment
arealthese assessment areas| is consistent
with the institution's [lending, investment,
service] performance [overal/in the state].

b. The ingdtitution's [lending/investment/ ser-
viceg] performance in [the assessment
arealthese assessment areas| [exceeds/is
below] the [lending/investment/service]
performance for the [institution/state],
however, it does not change the [institu-
tion's/state] rating.

6. To determine the relative significance of each

metropolitan area and non-metropolitan areato

the ingtitution's overall performance (institu-
tions operating in one state) or statewide or
multistate metropolitan area performance (in-
dtitutions operating in more that one state),
consider:

a. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services in each compared to the
ingtitution's overall activities.

b. The lending, investment, and service op-
portunitiesin each.

c. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services for each, particularly in
light of the number of other institutions
and the extent of their activitiesin each.

d. Demographic and economic conditions in
each.

7. Using the Component Test Ratings chart, be-
low, assign component ratings that reflect the
ingtitution's lending, investment, and service
performance. In the case of an ingtitution with
branches in just one state, one set of compo-
nent ratings will be assigned to the institution.
In the case of an ingtitution with branches in
two or more states and multistate metropolitan
areas, component ratings will assigned be for
each state or multistate metropolitan area re-
viewed.

Component Lending Investment Service
Test Ratings (points)  (points) (points)

QOutstanding 12

High satisfactory 9

Low satisfactory 6

Needstoimprove 3

(@) 1[IV ] FEN {e))
OfRr|wW|~|O

Substantial 0
noncompliance

8. Assign a preliminary composite rating for the
institutions operating in only one state and a
preliminary rating for each state or multistate
metropolitan area reviewed for institutions op-
erating in more than one state. In assigning the
rating, sum the numerical values of the com-
ponent test ratings for the lending, investment
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and service tests and refer to the chart, below.
No ingtitution, however, may receive an as-
signed rating of "Satisfactory” or higher unless
it receives a rating of at least "Low Satisfac-
tory" on the lending test. In addition, an
institution's assigned rating can be no more
than three times the score on the lending test.

Composite Rating

QOutstanding

20 points or over

Satisfactory

11 through 19 points

Needs to improve

5 through 10 points

Substantial noncompliance 0 through 4 points

0.

10.

11.

Consder an indtitution's past performance if
the prior rating was "Needs to Improve." If the
poor performance has continued, an institution
could be considered for a "Substantial Non-
compliance" rating.

For ingtitutions with branches in more than one
state or multistate metropolitan area, assign a
preliminary overal rating. To determine the
relative importance of each state and multistate
metropolitan area to the ingtitution's overal
rating, consider:

a. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services in each compared to the
ingtitution's overall activities.

b. The lending, investment, and service op-
portunitiesin each.

c. The dgnificance of the ingtitution's lend-
ing, qudified investments, and lending-
related services for each, particularly in
light of the number of other institutions
and the extent of their activitiesin each.

d. Demographic and economic conditions in
each.

Review the results of the fair lending compo-
nent of the compliance examination and deter-
mine whether the findings should lower the in-
dtitution's preliminary overal CRA rating, or
the preliminary CRA rating for a state or
multistate metropolitan area. If evidence of
discrimination was uncovered, consider the fol-
lowing:

12.

13.

14.

a  The nature and extent of the evidence.

b. The policies and procedures that the insti-
tution has in place to prevent discrimina-
tory or other illegal credit practices.

c. Any corrective action the ingtitution took
or committed to take, particularly volun-
tary corrective action resulting from a salf-
assessment conducted prior to the exami-
nation.

d. Other relevant information, such as the in-
dtitution's past fair lending performance.

Assign final overal rating to the institution
and discuss conclusions with management.

Write comments and conclusions, and create
charts and tables reflecting area demographics,
the ingtitution's operation and its lending, in-
vestment and service activity in each assess-
ment area for inclusion in the public evaluation
and examination report.

Prepare recommendations for supervisory
strategy and matters that require attention for
follow-up activities.

Public File Checklist

1.

There is no need to review each branch or each
complete public file during every examination.
In determining the extent to which the ingtitu-
tion's public files will be reviewed, consider
the indtitution's record of compliance with the
public file requirements in previous examina
tions; its branching structure and changes to it
since its last examination; complaints about
the ingtitution's compliance with the public file
requirements, and any other relevant informa-
tion.

In any review of the public file undertaken,
determine, as needed, whether branches dis-
play an accurate public notice in their lobbies
and the fileg(s) in the main office and in each
state contains:

a. al written comments from the public relat-
ing to the ingtitution's CRA performance
and responses to them for the current and
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preceding two calendar years (except those
that reflect adversely on the good name or
reputation of any persons other than the
institution);

b. the institution's most recent CRA Public
Performance Evaluation;

c. amap of each assessment area showing its
boundaries, and on the map or in a sepa-
rate list, the geographies contained within
the assessment areg;

d a list of the ingttution's branches,
branches opened and closed during the
current and each of the prior two calendar
years, and their street addresses and geog-
raphies,

e. alist of services (loan and deposit prod-
ucts and transaction fees generally offered,
and hours of operation at the institution's
branches), including a description of any
material differences in the availability or
cost of services between these locations;

f. theingtitution's CRA disclosure statements
for the prior two calendar years,

g. a quarterly report of the ingtitution's ef-
forts to improve its record if it received a
less than satisfactory rating during its
most recent CRA examination;

h. the HMDA Disclosure Statement for the
prior two calendar years for the ingtitution
and for each non-depository affiliate the
institution has elected to include in as
sessment of its CRA record, if applicable;
and

i. if applicable, the number and amount of
consumer loans made to the four income
categories of borrowers and geographies
(low, moderate, middle and upper), and the
number and amount located inside and
outside of the assessment area(s).

In any branch review undertaken, determine
whether the branch provides the most recent
public evaluation and a list of services gener-
aly available at its branches and a description

of any materia differences in availability or
cost of services at the branch (or alist of ser-
vices available at the branch).

Community Renvestment Act Examination
Procedures for Limited Purpose and Wholesale
Institutions

Examination Scope

1. For ingtitutions with more than one assessment
area, select assessment areas for examination
on-site. To select one or more assessment ar-
eas for an on-dte examination, review prior
performance evauations, available community
contact materials, reported lending data and
demographic data on each assessment area and
consider factors such as:

a. thelending, investment, and service activity
in the different assessment areas, particu-
larly community development activities;

b. the lending, investment, and service oppor-
tunities available in the different assess-
ment areas, particularly community devel-
opment opportunities;

c. the length of time since the assessment
area(s) was most recently reviewed on-site;

d. theingtitution's prior CRA performance in
different assessment aress,

e. the number of other institutions in the as-
sessment areas and the importance of the
institution under examination in addressing
community development needs in the differ-
ent assessment areas, particularly in areas
with a limited number of financial service
providers,

f. the existence of apparent anomalies in the
reported HMDA data for any particular as-
sessment areg;

g. the experience of examiners in the same or
similar assessment areas; and

h. comments from the public regarding the in-
dtitution’s CRA performance.
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2. For interstate ingtitutions, a rating must be

assigned for each state where the institution
has a branch and for each multi-state MSA
where the ingtitution has branches in two or
more of the states that comprise the multi-state
MSA. Select one or more assessment areas in
each state for examination using these proce-
dures.

Performance Context

1. Review standardized worksheets and other

agency information sources to obtain relevant
demographic, economic, and loan data, to the
extent available, on each assessment area un-
der review. Consider, among other things,
whether housing costs are particularly highin
relation to area median income.

Consder any information the institution may
provide on its local community and economy
and its community development lending, in-
vestment, and service capacity or that other-
wise assists in the evaluation of the ingtitu-
tion’s community devel opment activities.

Review community contact forms prepared by
the regulatory agencies to obtain information
that assists in the evaluation of the institution’s
community development activities. Contact |o-
ca community, government, or economic de-
velopment representatives to update or sup-
plement information about community devel-
opment activities in the assessment area(s) or
the broader statewide or regiona areas of
which the assessment area(s) is a part.

Identify barriers, if any, to participation by the
ingtitution in local community development ac-
tivities. For example, evauate the ingtitution’s
ability and capacity to help meet the commu-
nity development needs of its assessment
area(s) through a review of the uniform
bank/thrift performance report
(“UBPR/UTPR"), the consolidated report of
condition/Thrift Financia Report (“Call Re-
port/TFR”), annual reports, supervisory re-
ports, prior CRA performance evaluations,
and financiad information for other whole-
sale/limited purpose ingtitutions serving ap-
proximately the same assessment area(s).

5.

Review the inditution’s public file and any
comments received by the ingtitution or the
agency since the last CRA performance
evaluation for information that assists in the
evaluation of the ingtitution.

Document the performance context informa-
tion gathered for use in evaluating the institu-
tion's CRA record.

Assessment Area

1.

2.

Review the ingitution’'s stated assessment
area(s) to ensure that it:

a. congsts of one or more MSAs or contigu-
ous political subdivisons (i.e, counties,
cities, or towns) where the ingtitution has
its main office, branches, and deposit-
taking ATMs,

b. conssts only of whole census tracts and
block numbering aress;

C. consists of separate delineations for areas
that extend substantially across CMSA or
state boundaries unless the assessment area
islocated in a multistate MSA;

d. doesnot reflect illegal discrimination; and

e. does not arbitrarily exclude any low- or
moderate-income area(s) taking into ac-
count the institution's size and financia
condition.

If the assessment area(s) does not coincide
with the boundaries of an MSA or political
subdivision(s), assess whether the adjustments
to the boundaries were made because the as-
sessment area would otherwise be too large for
the ingtitution to reasonably serve, have an un-
usual configuration, or include significant geo-
graphic barriers.

If the assessment area(s) fails to comply with
the applicable criteria described above, de-
velop, based on discussions with management,
arevised assessment area(s) that complies with
the criteria. Use this assessment area(s) to
evaluate the ingtitution’s performance, but do
not otherwise consder the revison in
determining the ingtitution’ s rating.
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Community Development Test

1.

2.

Identify the number and amount of the institu-
tion’s community development loans (origina-
tions and purchases of loans and any other
data the ingtitution chooses to provide), quali-
fied investments, and community development
services. Obtain this information through dis-
cussions with management, a review of the
CRA Disclosure Statements and the HMDA-
LAR, as applicable; any interim CRA disclo-
sure data or HMDA data, collected by the in-
dtitution, as applicable; investment portfolios;
any other relevant financial records; and mate-
rials available to the public. Include, at the in-
dtitution’ s option:

a. qudified investments, community develop-
ment loans and community development
services provided by effiliates, if they are
not claimed by any other ingtitution; and

b. community development lending by consor-
tiaor third parties.

Test a sample of community development loan
files to verify that they qualify as community
development loans;

If the institution participates in community
development lending by consortia or third par-
ties, or claims activites provided by affiliates,
review records provided to the institution by
the consortia or third parties or affiliates to en-
sure that the community development loans
clamed by the ingtitution do not account for
more than the ingtitution’s share (based on the
level of its participation or investment) of the
total loans originated by the consortium or
third party.

Considering the ingtitution’s capacity and con-
straints and other information obtained through
the performance context review, form conclu-
sions about:

a the extent, by number and volume, of
community development loans, services,
and qualified investments;

b. the degree of innovation in community de-
velopment activities (e.g., serving low- or
moderate-income borrowers in new ways or

serving groups of creditworthy borrowers
not previously served by the institution);

c. the complexity of those community devel-
opment activities, such as the use of en-
hancements or other features specifically
designed to expand community develop-
ment lending;

d. the responsiveness to the opportunities for
community development lending, qualified
investments, and community development
services; and

e. the degree to which the ingtitution’s quali-
fied investments serve needs not routinely
provided by other private investors.

5. Summarize conclusions regarding the institu-

tion's community development performance
and retain in the work papers.

Ratings

1. Review the analyses of the indtitution’s per-

formance in each assessment area examined,
considering only those community develop-
ment activities that benefit the assessment
area(s) and the broader statewide or regional
area(s) that include the assessment area(s).

Group the analyses of the assessment areas
examined by MSA and non-MSA areas within
each state where the ingtitution has branches.
If an ingtitution has branches in two or more
states of a multi-state MSA, group the assess-
ment areas in that MSA.

Summarize conclusions about the institution’s
performance in each MSA and the non-MSA
portion of each state in which an assessment
area was examined using these procedures. If
two or more assessment areas in an MSA or in
the non-M SA portion of a state were examined
using these procedures, determine the relative
significance of the ingtitution’s performance in
each assessment area by considering:

a. the sgnificance of the institution’s activi-
ties in each compared to the indtitution’s
overall activities;
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b. the community development opportunities
in each;

c. the sgnificance of the institution’s activi-
ties for each, particularly in light of the
number of other ingtitutions and the extent
of their activitiesin each; and

d. demographic and economic conditions in
each.

4. For assessment areas in MSAs and non-MSA

areas that were not examined, consider facts
and data related to the institution’s community
development lending, investment, and service
activities to ensure that performance in those
areas is not inconsistent with the conclusions
based on the assessment areas examined.

Assign a preliminary rating for an institution
with operations in one dtate only using the
Community Development Ratings Matrix. For
an ingtitution with operations in more than one
state or multi-state MSA, assign a preliminary
rating for each state using the Community De-
velopment Ratings Matrix. To determine the
relative significance of each MSA and non-
MSA area to the ingtitution’s overal rating
(ingtitutions operating in only one state) or
state-wide or multi-state MSA rating (institu-
tions operating in more that one dtate), con-
Sider:

a. the sgnificance of the institution’s activi-
ties in each compared to the indtitution’s
overall activities;

b. the community development opportunities
in each;

c. the sgnificance of the institution’s activi-
ties for each, particularly in light of the
number of other ingtitutions and the extent
of their activitiesin each; and

d. demographic and economic conditions in
each.

6. For indtitutions with operations in more than

one state or multi-state MSA, assign a pre-
liminary rating for the ingtitutions as a whole.
To determine the relative significance of each
state or multi-state MSA consider:

7.

a. the sgnificance of the institution’s activi-

ties in each compared to the indtitution’s
overall activities;

b. the community development opportunities
in each;

c. the dgnificance of the indtitution's activi-

ties for each, particularly in light of the
number of other institutions and the extent
of their activitiesin each; and

d. demographic and economic conditions in
each.

If the inditution is adequately meeting the
community development needs of each of its
assessment area(s), consider those community
development activities, if any, that benefit ar-
eas outside of the assessment area(s) or a
broader statewide or regiona area that in-
cludes the assessment area(s). Determine
whether those activities enhance the prelimi-
nary rating. If so, adjust the rating(s) accord-
ingly.

Consider an ingtitution’s past performance if
the prior rating was “Needs to Improve.” If the
poor performance has continued, an institution
could be considered for a “Substantial Non-
compliance” rating.

Review the results of the fair lending compo-
nent of the compliance examination and deter-
mine whether the findings should lower, in the
case of an indtitution with operations in just
one dtate, the ingtitution’s preliminary compos-
ite rating. In the case of an institution with op-
erations in more than one state or in multistate
MSAS, determine whether the findings should
lower any of the preliminary state ratings or
the preliminary composite rating. In consider-
ing the impact of evidence of discrimination on
a state or composite rating, consider the fol-
lowing:

a. the nature and extent of the evidence;

b. the policies and procedures that the institu-
tion has in place to prevent discriminatory
or other illegal credit practices,

C. any corrective action the institution took or
committed to take, particularly voluntary
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corrective action resulting from a self- d. alist of theinstitution's branches, branches

assessment conducted prior to the examina

opened and closed during the current and

tion; and each of the prior two calendar years, their
, , , street addresses and geographies,
d. other relevant information, such as the in-
dtitution’s past fair lending performance. e. aligt of services (loan and deposit products

10. Assign a final composite rating to the institu-
tion and discuss conclusions with management.

11. Write comments for the public evaluation and
examination report.

12. Prepare recommendations for supervisory
strategy and matters that require attention for
follow-up activities.

Public File Checklist

1. Thereisno need to review each branch or each

and transaction fees) generaly offered, and
hours of operation a the institution’s
branches, including a description of any
material differences in the availability or
cost of services between those locations;

the indtitution's CRA Disclosure State-
ment(s) for the prior two calendar years;

g. a quarterly updated progress report

describing the indtitution’s efforts to
improve its performance if it received aless
than satisfactory rating during its most
recent CRA examination;

complete public file in every examination. In h. HMDA Disclosure Statements for the prior

determining the extent to which the public files
should be reviewed, consider the institution’s
record of compliance with the public file re-
quirements in previous examinations, its
branching structure and changes to it since its
last examination, complaints about the institu-
tion's compliance with the public file require-
ments, and any other relevant information.

2. In any review of the public file undertaken,
determine, as needed, whether branches dis-
play an accurate public notice in their lobbies,

two calendar years and those of each non-
depository affiliate the ingdtitution has
elected to include in assessment of its CRA
record, if applicable; and

if applicable, the number and amount of
consumer loans made to the four income
categories of borrowers and geographies
(low, moderate, middle, and upper), located
insde and outsde of the assessment

area(s).

In any branch review undertaken, determine
whether the branch provides the most recent
public evaluation and a list of services gener-
aly available at its branches and a description
of any materia differences in the availability
or cost of services at the branch (or a list of
services available at the branch).

a complete public file is available in the insti- 3.
tution’s main office and at least one branch in
each dtate, and the public file(s) in the main of-
fice and in each state contain:
a. al written comments from the public relat-
ing to the ingitution's CRA performance
and any responses to them for the current
and preceding two calendar years (except
those that reflect adversely on the good
name or reputation of any persons other
than the ingtitution);
b. theinstitution's most recent CRA Perform-
ance Evauation;
Cc. amap of each assessment area showing its
boundaries and, on the map or in a separate
ligt, the geographies contained within the
assessment ares;
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Office of Thrift Supervision



CHAPTER: Community Reinvestment Act Section 500

Community Renvestment Act Examination
Procedures For Ingitutions With Strategic
Plans

Examination Scope

1. For ingtitutions with more than one assessment
area, select assessment areas for review. To
select one or more assessment areas for an on-
site examination, review prior performance
evaluations, available community contact ma-
terias, reported lending data and demographic
data on each assessment area and consider fac-
tors such as:

a. the level of the indtitution’s lending, in-
vestment and service activity in the differ-
ent assessment areas, particularly in low-
and moderate-income aress;

b. the number of other institutions in the dif-
ferent assessment areas and the importance
of the indtitution under examination in
meeting credit needs in the different as-
sessment areas, particularly in areas with a
limited number of financial service provid-
ers,

c. the existence of apparent anomalies in the
reported lending data for any particular as-
sessment area(s);

d. the time since the assessment area(s) was
most recently examined on-site;

e. performance that falls short of plan goals
based on areview of available data;

f. theinstitution’s prior CRA performance in
the different assessment areas; and

g. comments from the public regarding the in-
dtitution’s CRA performance.

2. For interstate ingtitutions, a rating must be
assigned for each state where the institution
has a branch and in every multistate MSA
where the ingtitution has branches in two or
more of the states that comprise that multistate
MSA. Select one or more assessment areas in
each state for examination using these proce-
dures.

Performance Context

1.

4.

Review the indtitution’s public file for any
comments received by the ingtitution or the
agency since the last CRA performance
evaluation that assists in evaluating the ingtitu-
tion’s record of meeting plan goals.

Consder any information that the institution
provides on its record of meeting plan goals.

Contact loca community, governmental, or
economic development representatives to up-
date or supplement information about the insti-
tution’s record of meeting plan goals.

As necessary, consider any information the
ingtitution or others may provide on loca
community and economic conditions that may
affect the inditution’s ability to meet plan
goas or otherwise assist in the evaluation of
the institution.

Performance Criteria

1.

2.

Review the following:

a. the approved plan and approved amend-
ments,

b. the agency’sapproval processfiles; and

c. written comments from the public that the
institution or the agency received since the
plan became effective.

Determine whether the ingtitution achieved its
performance goals for each assessment area
examined.

a.  Review the plan’s measurable annual goas
for each performance category and assess-
ment area(s) to be reviewed.

b. Obtain information and data about the
institution’s actual performance for the pe-
riod that has elapsed since the previous ex-
amination.

c. Compare the plan goals for each assess-
ment area reviewed to the ingtitution’s ac-
tual performance since its last examination
in each assessment area reviewed to deter-
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mine if al of the plan’s goas have been a. If the indtitution did not eect in the plan to

met.

3. If any goals were not met, form a conclusion
as to whether the plan goas were “substan-
tially met.” In doing so, consider the number of
unmet goals, the degree to which the goals
were not met, the importance of those goals to
the plan as a whole, and the reasons why the
goas were not met (e.g., economic factors be-

be evaluated under an alternate assessment
method, assign to those assessment areas in
which plan goals were not substantially met
a rating of “Needs to Improve” or “Sub-
stantial Noncompliance” depending on the
number of goals missed, the extent to which
they were missed, and their importance to
the plan overall.

yond the ingtitution’s control) . b. If the indtitution elected in its plan to be

4. Discuss with management the preliminary
findings.

5. Summarize conclusions about the institution’s
performance.

Ratings 4.

These instructions assume that the strategic plan
covers al of the ingtitution’s assessment aress. If
not, the analysis of performance for the assessment
area(s) covered by the strategic plan must be com-
bined with the analyses for assessment areas that
were subject to other assessment method(s) in or-
der to assign arating.

evaluated under an aternate assessment
method, perform the appropriate proce-
dures to evaluate and rate the ingtitution’s
performance in those assessment areas in
which the inditution did not meet plan
godls.

For institutions operating in multiple assess-
ment aress, determine the relative importance
of the assessment areas reviewed in forming
conclusions for each MSA and the non-MSA
area within each state and for any multistate
MSA where the institution has branches in two
or more states. In making that determination,
consider:

a. the sgnificance of the institution’s activi-

1. Group the analyses of the assessment areas
examined by MSA and non-MSA areas within

each state where the institution has branches. b.

If an institution has branches in two or more
states of a multi-state MSA, group the assess-

ties in each compared to the indtitution’s
overall activities;

the lending, service, and investment oppor-
tunitiesin each;

ment areas that are in that MSA. c. the dgnificance of the indtitution's loans,

2. If the ingtitution has substantially met its plan
godls for a satisfactory rating or, if applicable,
an outstanding rating, in al assessment areas
reviewed, summarize conclusions about the in-
dtitution’s performance in each MSA and the

qualified investments, and lending-related
services, as applicable, for each, particu-
larly in light of the number of other institu-
tions and the extent of their activities in
each; and

non-MSA area of each state in which an as- d. demographic and economic conditions in

sessment area was examined using these pro-

cedures. Assign the appropriate preliminary

rating for the ingtitution and, as applicable, S.
each state or multistate MSA and proceed to

Step 6, below.

3. If the ingtitution did not substantially meet its
plan goals in each assessment area, check to
determine if the ingtitution elected in its plan to
be evaluated under an aternate assessment
method.

each.

For an institution operating in multiple MSAs
or non-MSA areas in one or more states or
multi-state MSAS, assign a preliminary rating
for each state and multi-state MSA. To deter-
mine the relative significance of each MSA
and non-MSA area to the rating in a state,
consider:
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a. the sgnificance of the institution’s activi-
ties in each compared to the ingtitution’s
overall activities;

b. thelending, service, and investment oppor-
tunitiesin each;

c. the significance of the ingtitution’s loans,
qualified investments, and lending-related
services, as applicable, for each, particu-
larly in light of the number of other institu-
tions and the extent of their activities in

c. any corrective action the institution took, or

committed to take, particularly voluntary
corrective action resulting from a self-
assessment conducted prior to the examina
tion; and

d. other relevant information, such as the in-

dtitution’s past fair lending performance.

Discuss conclusions with management and
assign afina rating to the ingtitution and state
or multi-state M SA ratings, as applicable.

each; and . . :
9. Write comments for the public evaluation and
d. demographic and economic conditions in the examination report.

each.

References
6. For indtitutions with operations in more than Laws
one state, assign a preliminary overall rating.
In determining the relative significance of the _ _
ingtitution’s performance in each state or 12 USC §2901 Community Reinvestment Act
multistate M SA to its overall rating consider: et seq.
a. the significance of the ingtitution's activi- 12 CFR Part 563e Office of Thrift Supervision

ties in each compared to the indtitution’s Regulations

overall activities;

64 Fed Reg 23618 et Interagency Questions and An-
swers Regarding Community Re-

b. thelending, service, and investment oppor- .
(May 3, 1999) investment

tunitiesin each;

c. the significance of the ingtitution’s loans,
qualified investments, and lending-related
services, as applicable, for each, particu-
larly in light of the number of other institu- Appendix A
tions and the extent of their activities in
each; and

List of Appendices

CRA Ratings Matrices

d. demographic and economic conditions in
each.

7. Review the results of the fair lending compo-
nent of the most recent compliance examina
tion. To determine whether evidence of dis-
crimination should lower the institution’s over-
all CRA rating or, if applicable, any of its
state or multistate MSA ratings, consider the
following:

a. the nature and extent of the evidence;

b. the policies and procedures that the institu-
tion has in place to prevent discrimination
or other illegal credit practices,

Office of Thrift Supervision December 1999 Compliance Activities 500.29



APPENDIX A: Community Reinvestment Act

Section 500

CRA Ratings Matrix ¥ Small Institutions

Criteria

Outstanding

Satisfactory

Needs To Improve

Substantial
Noncompliance

Loan-to-deposit
ratio

The loan-to-deposit ratio is more than
reasonable (considering seasonal
variations and taking into account
lending related activities) given the
institution's size, financial condition,
and assessment area credit needs.

The loan-to-deposit ratio is
reasonable (considering seasonal
variations and taking into account
lending related activities) given
the institution's size, financial
condition, and assessment area
credit needs.

The loan-to-deposit ratio is less
than reasonable (considering
seasonal variations and taking
into account lending related
activities) given the institution's
size, financial condition, and
assessment area credit needs.

The loan-to-deposit ratio is
unreasonable (considering
seasonal variations and
taking into account lending
related activities) given the
institution's size, financial
condition, and assessment
area credit needs.

Assessment A substantial majority of loans and A majority of loans and other A majority of loans and other A substantial majority of
area(s) other lending related activities are in lending related activities are in lending related activities are loans and other lending
concentration the institution's assessment area(s). the institution's assessment outside the institution's related activities are outside
area(s). assessment area(s). the institution's assessment
area(s).
Geographic The geographic distribution of loans The geographic distribution of The geographic distribution of The geographic distribution

distribution of
loans

reflects excellent dispersion
throughout the assessment area(s).

loans reflects reasonable
dispersion throughout the
assessment area(s).

loans reflects poor dispersion
throughout the assessment
area(s).

of loans reflects very poor
dispersion throughout the
assessment area(s).

Borrowers' profile

The distribution of borrowers reflects,
given the demographics of the
assess-ment area(s), excellent
penetration among individuals of
different income levels (including low-
and moderate-income) and
businesses of different sizes.

The distribution of borrowers
reflects, given the demographics
of the assessment area(s),
reasonable penetration among
individuals of different income
levels (including low- and
moderate-income) and
businesses of different sizes.

The distribution of borrowers
reflects, given the demographics
of the assess-ment area(s), poor
penetration among individuals of
different income levels (including
low- and moderate-income) and
businesses of different sizes.

The distribution of
borrowers reflects, given the
demographics of the
assessment area(s), very
poor penetration among
individuals of different
income levels (including
low- and moderate-income)
and businesses of different
sizes.

Response to

The institution has taken noteworthy,

The institution has taken

The institution has taken

The institution is

substantiated creative action in response to appropriate action in response to | inadequate action in response to | unresponsive to
complaints substantiated complaints about its substantiated complaints about substantiated complaints about substantiated complaints
performance in meeting assessment | its performance in meeting its performance in meeting about its performance in
area credit needs. assessment area credit needs. assessment area credit needs. meeting assessment area
credit needs.
Investments The institution's investment record N/A N/A N/A
enhances credit availability in its
assessment area.
Services The institution's record of providing N/A N/A N/A

branches, ATMs, loan production
offices, and/or other services and
delivery systems enhances credit
availability in its assessment area(s).
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CRA Ratings Matrix % Large Institutions Lending Test

distribution of
loans

distribution of loans
reflects excellent
penetration throughout
the assessment area(s).

distribution of loans
reflects good
penetration
throughout the
assessment area(s).

of loans reflects adequate
penetration throughout the
assessment area(s).

distribution of loans
reflects poor penetration
throughout the
assessment area(s),
particularly to low- or
moderate-income
geographies in the
assessment area(s).

Criteria Outstanding High Satisfactory Low Satisfactory Needs to Improve Substantial
Noncompliance

Lending Activity Lending levels reflect Lending levels reflect | Lending levels reflect Lending levels reflect Lending levels reflect very
excellent good responsiveness | adequate responsiveness poor responsiveness to poor responsiveness to
responsiveness to to assessment area to assessment area credit assessment area credit assessment area credit
assessment area credit | credit needs. needs. needs. needs.
needs.

Assessment A substantial majority of | A high percentage of | An adequate percentage of | A small percentage of A very small percentage of

area(s) loans are made in the loans are made inthe | loans are made in the loans are made in the loans are made in the

concentration institution's assessment | institution’s institution's assessment institution's assessments | institution’s assessment
area(s). assessments area(s). | area(s). area(s). area(s).

Geographic The geographic The geographic The geographic distribution | The geographic The geographic

distribution of loans
reflects very poor
penetration throughout the
assessment area(s),
particularly to low- or
moderate-income
geographies in the
assessment area(s).

Borrowers'
profile

The distribution of
borrowers reflects,
given the product lines
offered by the
institution, excel-lent
penetration among retail
customers of different
income levels and
business customers of
different size.

The distribution of
borrowers reflects,
given the product
lines offered by the
institution, good
penetration among
retail customers of
different income
levels and business
customers of different
size.

The distribution of
borrowers reflects, given
the product lines offered by
the institution, adequate
penetration among retail
customers of different
income levels and business
customers of different size.

The distribution of
borrowers reflects, given
the product lines offered
by the institution, poor
penetration among retail
customers of different
income levels and
business customers of
different size.

The distribution of
borrowers reflects, given
the product lines offered
by the institution, very
poor penetration among
retail customers of
different income levels and
business customers of
different size.

Responsiveness
to credit needs
of highly
economically
disadvantaged
geographies and
low-income
persons, small
business

The institution exhibits
an excellent record of
serving the credit needs
of the most
economically
disadvantaged areas of
its assessment area(s),
low-income individuals,
and/or very small
businesses, consistent
with safe and sound
banking practices.

The institution
exhibits a good
record of serving the
credit needs of the
most economically
disadvantaged areas
of its assessment
area(s), low-income
individuals, and/or
very small
businesses,
consistent with safe
and sound banking
practices.

The institution exhibits an
adequate record of serving
the credit needs of the
most economically
disadvantaged areas of its
assessment area(s), low-
income individuals, and/or
very small businesses,
consistent with safe and
sound banking practices.

The institution exhibits a
poor record of serving
the credit needs of the
most economically
disadvantaged areas of
its assessment area(s),
low-income individuals,
and/or very small
businesses, consistent
with safe and sound
banking practices.

The institution exhibits a
very poor record of serving
the credit needs of the
most economically
disadvantaged areas of its
assessment area(s), low-
income individuals, and/or
very small businesses,
consistent with safe and
sound banking practices.

Community
development
lending activities

The institution is a
leader in making
community
development loans.

The institution has
made a relatively high
level of community
development loans.

The institution has made an
adequate level of
community development
loans.

The institution has made
few, if any, community
development loans.

The institution has made a
low level of community
development loans.

Product
Innovation

The institution makes
extensive use of
innovative and/or
flexible lending

The institution uses
innovative and/or
flexible lending
practices in order to

The institution makes
limited use of innovative
and/or flexible lending
practices in order to serve

The institution makes
little use of innovative
and/or flexible lending
practices in order to

The institution makes no
use of innovative and/or
flexible lending practices in
order to serve assessment

practices in order to serve assessment assessment area credit serve assessment area area credit needs.
serve assessment area | area credit needs. needs. credit needs.
credit needs.
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CRA Ratings Matrix ¥ Large Institutions Investment Test

Characteristic

Outstanding

High Satisfactory

Low Satisfactory

Needs to Improve

Substantial
Noncompliance

Investment and Grant Activity

The institution has an excel-lent
level of qualified com-munity
development invest-ment and
grants, often in a leadership
position, particu-larly those that
are not rou-tinely provided by
private investors.

The institution has a signifi-cant
level of qualified community
development investments and
grants, occasionally in a
leadership position, particularly
those that are not routinely
provided by private investors.

The institution has an ade-quate
level of qualified community
development investments and
grants, although rarely in a
leader-ship position, particularly
those that are not routinely
provided by private investors.

The institution has a poor level
of qualified community
development investments and
grants, but not in a leadership
position, particu-larly those that
are not routinely provided by
private investors.

The institution has a few, if any,
qualified community
development investments or
grants, particularly those that
are not routinely provided by
private investors.

Responsiveness to Credit and
Community Development Needs

The institution exhibits excel-
lent responsiveness to credit
and community economic
development needs.

The institution exhibits good
responsiveness to credit and
community economic
development needs.

The institution exhibits adequate
responsiveness to credit and
community economic
development needs.

The institution exhibits poor
responsiveness to credit and
community economic
development needs.

The institution exhibits very poor
responsiveness to credit and
community economic
development needs.

Community Development
Initiatives

The institution makes exten-sive
use of innovative and/or
complex investments to support
community development
initiatives.

The institution makes signifi-
cant use of innovative and/or
complex investments to support
community development
initiatives.

The institution rarely uses
innovative and/or complex
investments to support
community development
initiatives.

The institution rarely uses
innovative and/or complex
investments to support
community development
initiatives.

The institution does not use
innovative and/or complex
investments to support
community development
initiatives.
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CRA Ratings Matrix % Large Institutions Service Test

Characteristic

Outstanding

High Satisfactory

Low Satisfactory

Needs to Improve

Substantial
Noncompliance

Accessibility of Delivery
Systems

Delivery systems are readily
accessible to all portions of the
institution's assessment
area(s).

Delivery systems are
accessible to essentially all
portions of the institution's
assessment area(s).

Delivery systems are
reasonably accessible to
essentially all portions of the
institutions assessment area(s).

Delivery systems are accessible
to limited portions of the
institution's assessment area(s).

Delivery systems are inaccessible to
significant portions of the assessment
area(s), particularly low- and
moderate-income geographies and/or
low- and moderate-income
individuals.

Changes in Branch
Locations

To the extent changes have
been made, the institution's
record of opening and closing
branches has improved the
accessibility of its delivery
systems, particularly in low- and
moderate- income geographies
and/or to low- and moderate-
income individuals.

To the extent changes have
been made, the institution's
opening and closing of
branches has not adversely
affected the accessibility of its
delivery systems, particularly in
low- and moderate- income
geographies and/or to low- and
moderate-income individuals.

To the extent changes have
been made, the institution's
opening and closing of
branches has generally not
adversely affected the
accessibility of its delivery
systems, particularly in low-and
moderate-income geographies
and/or to low- and moderate-
income individuals.

To the extent changes have been
made, the institution's record of
opening and closing branches
has adversely affected the
accessibility of its delivery
systems, particularly in low- and
moderate-income geographies
and/or to low- and moderate-
income individuals.

To the extent changes have been
made, the institution's opening and
closing of branches has significantly
adversely affected the accessibility of
its delivery systems, particularly in
low- and moderate-income
geographies and/or to low- and
moderate-income individuals.

Reasonableness of
business hours and
services in meeting
assessment area(s) needs

Services (including where
appropriate, business hours)
are tailored to the convenience
and needs of the assessment
area(s), particularly low- and
moderate- income geographies
and/or individuals.

Services (including, where
appropriate, business hours) do
not vary in a way that
inconveniences certain portions
of the assessment area(s),
particularly low- and moderate-
income geographies and/or
individuals.

Services (including, where
appropriate, business hours) do
not vary in a way that
inconveniences portions of the
assessment area(s), particularly
low- and moderate-income
geographies and/or individuals.

Services (including, where
appropriate, business hours) vary
in a way that inconveniences
certain portions of the
assessment area(s), particularly
low- and moderate-income
geographies and/or individuals.

Services (including, where
appropriate, business hours) vary in a
way that significantly inconveniences
many portions of the assessment
area(s), particularly low- and
moderate-income geographies and/or
individuals.

Community Development
services

The institution is a leader in
providing community
development services.

The institution provides a
relatively high level of
community development
services.

The institution provides an
adequate level of community
development services.

The institution provides a limited
level of community development
services.

The institution provides few, if any,
community development services.
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CRA Ratings Matrix % Wholesale/Limited Purpose Institutions Community Development Test

Characteristic

Outstanding

Satisfactory

Needs To Improve

Substantial Noncompliance

Investment, Loan, and Service Activity

The institution has a high level of
community development loans,
community development services, or
qualified investments, particularly
investments that are not routinely
provided by private investors.

The institution has an adequate level of
community development loans,
community development services, or
qualified investments, particularly
investments that are not routinely
provided by private investors.

The institution has a poor level of
community development loans,
community development services, or
qualified investments, particularly
investments that are not routinely
provided by private investors.

The institution has few, if any,
community development loans,
community development services, or
qualified investments, particularly
investments that are not routinely
provided by private investors.

Investment, Loan, and Service
Initiatives

The institution extensively uses
innovative or complex qualified
investments, community develop-ment
loans, or community development
services.

The institution occasionally uses
innovative or complex qualified
investments, community develop-ment
loans, or community development
services.

The institution rarely uses innovative or
complex qualified investments,
community develop-ment loans, or
community development services.

The institution does not use innovative
or complex qualified investments,
community develop-ment loans, or
community development services.

Responsiveness to Community
Development Needs

The institution exhibits excellent
responsiveness to credit and
community economic development
needs in its assessment area(s).

The institution exhibits adequate
responsiveness to credit and
community economic development
needs in its assessment area(s).

The institution exhibits poor
responsiveness to credit and
community economic needs in its
assessment area(s).

The institution exhibits very poor
responsiveness to credit and
community economic development
needs in its assessment area(s).
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